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SUBJECT: INITIAL PAYMENT REQUIREMENT OF PL 480 TITLE I 
AGREEMENT 

1 . SINCE I WAS IN WASHINGTON LAST MONTH, A PROBLEM 
HAS ARISEN RE OUR PL 480 TITLE I AGREEMENT ON WHICH 
WE NEED YOUR URGENT HELP. 

2. DENNIS KUX CAN GIVE YOU THE BACKGROUND BUT, IN A 
NUTSHELL, THE PROBLEM RELATES TO THE TREASURY DEPARTMENT'S 
NEW REQUIREMENT THIS YEAR FOR DOWN PAYMENT AS PART OF 
THE TITLE I AGREEMENT. I AM STILL NOT CLEAR AS TO WHY 

THE STATE DEPARTMENT APPARENTLY AGREED TO THIS REQUIREMENT 
AT AN INTER-AGENCY MEETING LAST JULY AND WHY WE 
LEARNED ABOUT IT ONLY WHEN IT SUDDENLY TURNED UP IN THE 
NEGOTIATING INSTRUCTIONS. ALTHOUGH TREASURY INITIALLY 
PRESSED FOR A FIVE PERCENT DOWN-PAYMENT, THIS APPARENTLY 
HAS NOW BEEN SCALED DOWN TO 2.5 PERCENT. THIS MAY SEEM 
LIKE SMALL PICKINGS TO SOME COUNTRIES BUT FIR SRI 
LANKA AN UNEXPECTED REQUIREMENT FOR A HALF MILLION 
DOLAR DOWN PAYMENT IN FOREIGN EXCHANGE IS NOT 
A SMALL AMOUNT OF MONEY. HENCE, THE GSL'S DISMAY AND 
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3. FROM MY PERSPECTIVE, IT SIMPLY DOES NOT MAKE HCK Y# 

FOR US TO HARDEN OUR TERMS AT A TIME WHEN OUR BALANCE OF 
PAYMENTS POSITION IS STRONGEST IN YEARS , WHEN SRI LANKA 
REMAINS AN MSA COUNTRY IN CONTINUING ECONOMIC DISTRESS, 

WHEN CONGRESS IS IMPHASIZING AID TO THE POOREST, 

AND WHEN OTHER DONORS ARE LIBERALIZING THEIR TERMS. AN 
ADDITIONAL QUESTION ARISES AS TO WHAT TYPE OF POLITICAL 
SIGNAL WE WILL BE CONVEYING TO SRI LANKA BY IMPOSING 
TOUGHER TERMS THIS YEAR. 

4.1 WOULD APPRECIATE IT IF YOU WOULD TAKE A PERSONAL 
LOOK AT THIS PROBLEM AND, AS NECESSARY, WEIGH IN AT AN 
APPROPRIATE HIGH LEVEL WITH TREASURY TO ENSURE THAT WE ADHERE 
TO THE SAME TERMS WHICH HAVE BEEN IN EFFECT IN RECENT 
YEARS. THE EMBASSY'S BASIC ARGUMENTATION IS CONTAINED IN 
COLOMBO 599 BUT LET ME KNOW IF YOU NEED ANY OTHER 
SUPPORTING INFORMATION OR ASSISTANCE FORM HERE. 

VAN HOLLEN 

NOTE BY OC/T: TEXT AS RECEIVED. 
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